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OATH OR AFFIRMATION

flERORAW ICOCT1 swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting
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MANARTN C1lETTTRS COEPORATTON as

of TECRMRRE 20i are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in
any

account

classified solely as that of customer except as follows

DOELROHFSJ
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INDEPENDENT AUDITORS REPORT

Board of Directors and Stockholder

Manarin Securities Corporation

Omaha Nebraska

We have audited the accompanying statement of financial condition of Manarin Securities Corporation

Nebraska corporation as of December 31 2011 and the related statements of operations changes in

subordinated borrowings changes in stockholders equity and cash flows for the year then ended that you

are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934 These financial statements

are the responsibility of the Companys management Our responsibility is to express an opinion on

these financial statements based on our audit

Except as discussed in the following paragraph we conducted our audit in accordance with auditing

standards generally accepted in the United States of America Those standards require that we plan and

perform the audit to obtain reasonable assurance about whether the financial statements are free of

material misstatement An audit includes examining on test basis evidence supporting the amounts

and disclosures in the financial statements An audit also includes assessing the accounting principles

used and significant estimates made by management as well as evaluating the overall financial

statement presentation We believe that our audit provides reasonable basis for our opinion

As discussed in Note the Company has been named as potentially responsible party in connection

with FINRA arbitration case Due to the nature of the arbitration case no range of potential loss or

expected outcome can presently be stated We were unable to extend our auditing procedures

sufficiently to satisfy ourselves as to the adequacy of disclosure and the potential recognition of

minimum contingent liability with respect to this arbitration case

In our opinion except for the effects of such adjustments and/or disclosures if any as might have been

determined to be necessary in connection with the arbitration case discussed in the preceding paragraph

the financial statements referred to above present fairly in all material respects the financial position of

Manarin Securities Corporation as of December 31 2011 and the results of its operations and its cash

flows for the year then ended in conformity with accounting principles generally accepted in the United

States of America

ti/i

February 16 2012



Manarin Securities Corporation

Statement of Financial Condition

December 31 2011

ASSETS

Cash 44425

Concessions Receivable 22097

Prepaid Expenses 10267

Secured Demand Note Note 350000

Deposits with Clearing Organizations and Others Note 409592

TOTAL ASSETS 836381

LIABI LITIES

Commissions Payable Note 30767

SUBORDINATED BORROWINGS Note 350000

CONTINGENCIES Note

STOCKHOLDERS EQUITY

COMMON STOCK
$1 Par Value Authorized 25000 Shares

Issued and Outstanding 10000 Shares 10000

PAID IN CAPITAL 17453

RETAINED EARNINGS 428161

Total Stockholders Equity 455614

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY 836381

See Notes to Financial Statements



Manarin Securities Corporation

Statement of Operations

Year Ended December 31 2011

CONCESSIONS AND FEE REVENUES 2132684

COMMISSIONS ON CONCESSIONS AND FEE REVENUES Note 1483463

NET CONCESSION AND FEE REVENUES 649221

OTHER REVENUES

Interest Income 7019

Net Unrealized Gain on Investments 1746

Other Income 1486

Total Other Revenues 10251

NET REVENUES 659472

EXPENSES

Management Fees Note 599451

Brokerage and Exchange Fees 131538

Fidelity Bond and Insurance 22953

Professional Fees 72185

Other Expenses 8933

Total Expenses 835060

Loss before Provision for Income Taxes 175588

PROVISION FOR INCOME TAXES Note 1700

NET LOSS 173888

See Notes to Financial Statements



Manarin Securities Corporation

Statement of Changes in Subordinated Borrowings

Year Ended December 31 2011

Subordinated Borrowings January 2011 350000

Increase Decrease

Subordinated Borrowings December 31 2011 350000

See Notes to Financial Statements



Manarin Securities Corporation

Statement of Changes in Stockholders Equity

Year Ended December 31 2011

Total

Common Paid In Retained Stockholders

Stock Capital Earnings Equity

BALANCES December 31 2010 10000 17453 602049 629502

Net Loss 173888 173888

BALANCES December 31 2011 10000 17453 428161 455614

See Notes to Financial Statements



Manarin Securities Corporation

Statement of Cash Flows

Year Ended December 31 2011

CASH FLOWS FROM OPERATING ACTIVITIES

Net Loss

Adjustments to Reconcile Net Loss to

Net Cash Used in Operating Activities

Deferred Income Taxes

Changes in Operating Assets and Liabilities

Decrease in Concessions Receivable

Increase in Prepaid Expenses

Decrease in Refundable Income Taxes

Increase in Commissions Payable

Net Cash Used in Operating Activities

173888

1700

39572

10267
12396

83663

50224

CASH FLOWS FROM INVESTING ACTIVITIES

Increase in Deposits with Clearing Organizations and Others 237679

Net Decrease in Cash and Cash Equivalents 287903

Cash and Cash Equivalents Beginning of Year 332328

Cash and Cash Equivalents End of Year 44425

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Income Taxes Refunded Net 6966

NONCASH INVESTING AND FINANCING ACTIVITIES

Commission Payable Applied Against Due from Affiliate 88175

See Notes to Financial Statements



Manarin Securities Corporation

Notes to Financial Statements

December 31 2011

Summary of Significant Accounting Policies

summary of the significant accounting policies consistently applied in the preparation of the accompanying

financial statements is set forth below

Organization and Nature of Business

Manarin Securities Corporation the Company is broker-dealer registered with the Securities and

Exchange Commission SEC and is member of the Financial Industry Regulatory Authority

FINRA The Company is Nebraska corporation and offers an array of financial service products

including both equity and debt securities and variable annuity insurance products through

independent contractor brokers

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in

the United States of America requires management to make estimates and assumptions that affect

the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the

date of the financial statements and the reported amounts of revenues and expenses during the

reporting period Actual results could differ from those estimates

Concessions Receivable

The Companys concessions receivable consists principally of concessions receivable from mutual

fund companies clearing organizations and others Management believes all concessions receivable

are collectible accordingly no allowance for doubtful accounts is required If amounts become

uncollectible they will be charged to operations when that determination is made

Concentration of Credit Risk

The Company has several financial instruments that potentially subject the Company to credit risk

The Company maintains bank accounts in which the balances sometimes exceed federally insured

limits The Companys concessions receivable and secured demand note are also subject to credit

risk

The Company is an introducing broker-dealer firm which processes certain orders through mutual

fund companies and clears stock related orders through clearing organizations The Company may

be exposed to risk in the event that mutual fund company or clearing organization would not fulfill its

obligations It is the Companys policy to review as necessary the credit standing of the mutual fund

companies and clearing organizations

Revenue Recognition

Concessions and fee revenue and the related commissions expense are recorded on trade-date

basis as the security transactions occur at the mutual fund companies and clearing organizations



Manarin Securities Corporation

Notes to Financial Statements

December 31 2011

Income Taxes

Effective January 2011 the Company with the consent of its stockholder elected under the

Internal Revenue Code to be taxed as an Corporation Accordingly taxable income deductions

and credits flow through to the stockholder each year as earned and are reported on his personal

income tax returns Therefore no provision or liability for current income taxes has been included in

the financial statements of the Company The deferred income tax liability as of December 31 2010

was eliminated through the provision for income taxes during the year ended December 31 2011

See Note

The Company follows the provisions of FASB Codification Topic 740-10 related to uncertain income

tax positions Management believes there are no uncertain income tax positions taken which would

require the Company to reflect liability for unrecognized tax benefits on the accompanying
statement of financial condition

The Company will make tax related cash distributions to its stockholder in amounts sufficient to cover

any income taxes he is required to pay on the Companys taxable income

The Company reports certain expenses differently for financial statement purposes than for income

tax return purposes At December 31 2011 there were accumulated temporary differences relating

to accrual to cash differences of approximately $12000 which will increase income for tax return

purposes in the future as they reverse

Subsequent Events

Subsequent events are events or transactions that occur after the statement of financial condition

date but before the financial statements are available to be issued and may require potential

recognition or disclosure in the financial statements Management has considered such events or

transactions through February 16 2012 noting no items requiring disclosure

Fair Value Measurements

FASB Codification Topic 820-10 FASB 820-10 defines fair value establishes framework for measuring fair

value and establishes fair value hierarchy which prioritizes the inputs to valuation techniques Fair value is

the price that would be received to sell an asset or paid to transfer liability in an orderly transaction between

market participants at the measurement date fair value measurement assumes that the transaction to sell

the asset or transfer the liability occurs in the principal market for the asset or liability or in the absence of

principal market the most advantageous market Valuation techniques that are consistent with the market

income or cost approach as specified by FASB 820-10 are used to measure fair value

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into three

broad levels

Level inputs are quoted prices unadjusted in active markets for identical assets or liabilities the

Company has the abiHty to access



Manarin Securities Corporation

Notes to Financial Statements

December 31 2011

Level inputs are inputs other than quoted prices included within level that are observable for the

asset or liability either directly or indirectly

Level inputs are unobservable inputs for the asset or liability and rely on managements own

assumptions about the assumptions that market participants would use in pricing the asset or liability

The unobservable inputs should be developed based on the best information available in the

circumstances and may include the Companys own data

The assets or liabilitys fair value measurement level within the fair value hierarchy is based on the lowest

level of any input that is significant to the fair value measurement Valuation techniques used need to

maximize the use of observable inputs and minimize the use of unobservable inputs

The following is description of the valuation methodologies used for assets measured at fair value There

have been no changes in the methodologies used at December 31 2011

U.S Government Securities Valued at the closing price reported on the active market on which the individual

securities are traded

The following table presents the Companys fair value hierarchy for those assets measured at fair value on

recurring basis as of December 31 2011

Level Level Level Total

Deposits with Clearing

Organizations and Others

U.S Treasury Bond 37087 37087

Related Party Transactions

Commissions Exnense

The Company incurred $602991 in commission expense to Roland Manarin Associates Inc RMA
company affiliated by common ownership for the year ended December 31 2011 There was $20443 of

commissions payable to RMA at December 31 2011

Management Fees

The Company has entered into an agreement for the allocation of certain shared expenses incurred by RMA
Under the terms of the agreement the Company is allocated its portion of shared expenses when incurred

which amounted to $599451 for the year ended December 31 2011

Subordinated Borrowings

The Company has entered into $350000 non-interest bearing secured demand note collateral agreement

with RMA due September 2020 This note is collateralized by marketable securities that had market value

of $820270 and an adjusted market value of $601874 after deductions for regulatory haircuts at December

31 2011 Subordinated borrowings are available in the computation of net capital under the SECs uniform

net capital rule To the extent that such borrowings are required for the Companys continued compliance with

minimal net capital requirements they may not be repaid



Manarin Securities Corporation

Notes to Financial Statements

December31 2011

Income Taxes

Components of the provision for income taxes for the year ended December 31 2011 are as follows

Federal State Total

Current

Deferred 1239 461 1700
1239 461 1700

As described in Note the Company elected to be taxed as an Corporation effective January 2011

Accordingly the Companys net deferred income tax liability at December 31 2010 was eliminated through

the provision for income taxes during the year ended December 31 2011 and in future years there will no

longer be provision for income taxes

The Company is subject to the SEC Uniform Net Capital Rule SEC Rule 15c3-1 which requires the

maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital both

as defined shall not exceed 15 to At December 31 2011 the Company had net capital of $789970 which

was $689970 in excess of its required net capital of $100000 The Companys net capital ratio was 3.89 to

The Company is party to FINRA arbitration case filed October 15 2010 seeking damages in excess of

$1 85000 The matter is in the intermediate stages and discovery is continuing

Due to the nature of the arbitration case no range of potential loss or expected outcome can presently be

stated We were unable to extend our auditing procedures sufficiently to satisfy ourselves as to the adequacy

of disclosure and the potential recognition of minimum contingent liability with respect to this arbitration

case

Net Capital Requirements

Contingencies

10
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INDEPENDENT AUDITORS REPORT ON SUPPLEMENTAL INFORMATION

Board of Directors and Stockholder

Manarin Securities Corporation

Omaha Nebraska

We have audited the accompanying financial statements of Manarin Securities Corporation as of and for

the year ended December 31 2011 and have issued our report thereon dated February 16 2012 which

contains qualified opinion on those financial statements due to the inability to audit the adequacy of

disclosure and the potential recognition of contingent liability Our audit was conducted for the purpose

of forming an opinion on the financial statements as whole The supplemental information presented

hereafter is required by Rule 17a-5 under the Securities Exchange Act of 1934 is presented for purposes

of additional analysis and is not required part of the financial statements Such information is the

responsibility of management and was derived from and relates directly to the underlying accounting and

other records used to prepare the financial statements The information has been subjected to the

auditing procedures applied in the audit of the financial statements and certain additional procedures

including comparing and reconciling such information directly to the underlying accounting and other

records used to prepare the financial statements or to the financial statements themselves and other

additional procedures in accordance with auditing standards generally accepted in the United States of

America In our opinion except for the effects of such adjustments if any as might have been

determined to be necessary had we been able to apply adequate procedures regarding the adequacy of

disclosure and the potential recognition of contingent liability the information is fairly stated in all

material respects in relation to the financial statements as whole

February 16 2012
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Manarin Securities Corporation

Computation of Net Capital Under Rule 15c3-1 of the Securities and Exchange Commission

December 31 2011

NET CAPITAL

Total Stockholders Equity 455614

Subordinated Borrowings Allowable in Computation of Net Capital 350000

Total Capital and Allowable Subordinated Borrowings 805614

Deductions

Nonallowable Assets

Concessions Receivable 3144

Deposits with Clearing Organizations and Others 721

Prepaid Expenses 10267

Haircuts on Securities 1512

Total Deductions 15644

--
NET CAPITAL 789970

AGGREGATE INDEBTEDNESS

Commissions Payable 30767

CAPITAL REQUIREMENTS

Net Capital 789970

Greater of 2/3% of Aggregate Indebtedness or Minimum Required 100000

NET CAPITAL IN EXCESS OF REQUIREMENTS 689970

EXCESS NET CAPITAL AT 1000 PERCENT 786893

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 3.89 to

Note There are no material differences between the preceding computation and the Companys corresponding

unaudited part II of Form X-1 7A-5 as of December 31 2011

See Independent Auditors Report on Supplemental Information

12
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INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL

Board of Directors and Stockholder

Manarin Securities Corporation

Omaha Nebraska

In planning and performing our audit of the financial statements and supplemental information of Manarin

Securities Corporation Nebraska corporation the Company as of and for the year ended December

31 2011 in accordance with auditing standards generally accepted in the United States of America we

considered the Companys internal control over financial reporting internal control as basis for

designing our auditing procedures for the purpose of expressing our opinion on the financial statements

but not for the purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of such practices and procedures that we

considered relevant to the objectives stated in Rule 17a-5g in making the periodic computations of

aggregate indebtedness and net capital under Rule 17a-3a11 and for determining compliance with the

exemptive provisions of Rule 5c3-3 Because the Company does not carry securities accounts for

customers or perform custodial functions relating to customer securities we did not review the practices

and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs previously mentioned objectives Two of

the objectives of internal control and the practices and procedures are to provide management with

reasonable but not absolute assurance that assets for which the Company has responsibility are

safeguarded against loss from unauthorized use or disposition and that transactions are executed in

accordance with managements authorization and recorded properly to permit the preparation of financial

statements in conformity with accounting principles generally accepted in the United States of America

Rule 17a-5g lists additional objectives of the practices and procedures listed in the preceding

paragraph

13



Because of inherent limitations in internal control and the practices and procedures referred to above

error or fraud may occur and not be detected Also projection of any evaluation of them to future periods

is subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect and correct misstatements on timely basis significant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet important

enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with

the Securities Exchange Act of 1934 and related regulations and that practices and procedures that do

not accomplish such objectives in all material respects indicate material inadequacy for such purposes

Based on this understanding and oh our study we believe that the Companys practices and procedures

as described in the second paragraph of this report were adequate at December 31 2011 to meet the

SECs objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC the Financial Industry Regulatory Authority and other regulatory agencies that rely on Rule 17a-

5g under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and

is not intended to be and should not be used by anyone other than these specified parties

i9c

February 16 2012
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